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INTRODUCTION TO NHRS

Public Employee Pension Security

The New Hampshire Retirement System isapublic employee pension plan. In addition to pensions, the System
providesdeath and disability benefits and a post-retirement medical subsidy program for eligiblemembersand their
beneficiaries.

NHRSisadefined benefit plan. Members pensionsare calculated by aformulabased ontheir salary and length of
service, not on the amount they contributed or on theinvestment gainsof thefund. Thisisin contrast to adefined
contribution plan, wheretherisk isput on theindividua member to make adequate savingsand effectiveinvestments,
anditispossibleto out-liveyour savings. Whileretirement planners encourage peopleto have adiversified mix of
savings and investments, aguaranteed pension providesasolid base. NHRS pensionsarefor thelifetime of the
recipient; most memberscollect all of the money they contributed in thefirst threeto seven yearsof drawing their
pension. Yet, for therest of their lives, they continueto receive benefitswith cost of living increasesfrom thetrust
fund.

Why isthisimportant to employers?

An excellent retirement plan can aid in your recruitment and retention of good employees. While some employees
maly not bethinking of retirement, and othersmay not know the difference between plans, the recent downturninthe
stock market had caused many peopleto think about risk vs. security.

Albert Crenshaw of the Washington Post, said in anationally syndicated article, “ Appreciate adefined benefit plan
if you have one. The planstend to be somewhat invisible, since the employer handlesthem, but if your company has
oneand you plan towork therealong time, find out al you can about it. If the company wantstodropit, yell....”
(Concord Monitor 2/18/01)

An articlein Business Week magazine, “ Pensions. How Much Risk Should Workers Have To Bear?” discussed
thedtuation:

Two decades ago, over 40% of private sector employeeswere covered by acompany financed pension
plan, according to the L abor Department. Today only about 20% are. Meanwhile the percentage of
workerswith 401(k)shasgrown from almost nothing to 33%. But the median 401(k) account had only
$16,000in 1998, according to the Federd Reserve'slatest Survey of Consumer Finances. Nolarge New
Economy corporation foundedinthe 1990’ soffersatraditiond penson planwhereworkersare guaranteed
adefined pension based on aformulareflecting saary history, yearsof service and inflation adjustments.

Robert Kuttner, Business Week. 4/16/01



The Trust Fund

TheNHRS Trust Fundisin thetop third of public pension fundsinthe country, using adiversified asset alocation
strategy to achieve growth, withamoderatelevel of risk. Beginning with $12 millionin 1967, thefund reported $3.5
billioninassetsas of June 30, 2002.

The Trust Fundiscompletely separate from the state’ sgeneral fund and is protected by RSA 100-A:15and by Article
36-a, of the New Hampshire Consgtitution, “ Retirement System funds areto be used only to benefit the System.”

The Trustees

NHRSisgoverned by a13-member Board of Trustees, which includesrepresentatives of the employee groupsthat
havemoney inthefund. Therearetwo teachers, two police officers, two firefighters and two employeeswho serve
on the Board. There are also two members of the public, a state senator, a state representative, and the State
Treasurer.

Governance of the System
RSA 100-A

The state statutegoverning NHRSisRSA 100-A. Thereareexcerptsof sectionsof the statuteinthismanual. Each
session, the NH legislature considers dozens of billsthat would alter eligibility criteriaor expand benefits. The
System sendsout aBulletin Board newsdl etter to employers, which summarizesthelegidative changes. Inthefall,
the System al so publishes copies of the most recent version of the statute and makesthem available to employers.
Thereisaso alink to RSA 100-A, “Rules and Regulations,” on the left side bar menu of the NHRS website,
www.state.nh.us/retirement

AdministrativeRules

The section of the StateAdministrative Rulesgoverning NHRS s Chapter 100-500. Most of therulespertaining to
employersarein Chapter 300, with instructionsin the recently added Chapter 500. There are excerptsof relevant
sectionsinthisManual. Therulesand regulations can also befoundinthelink from our website, or in hard copy by
request to the System, tsavoy @nhrs.state.nh.us.

Administrative Staff
The System hasastaff of approximately 50 peoplewho areresponsiblefor the administration of the benefitsand the

management of thetrust fund, for our 47,000 active members, 16,000 retirees and 450 employers. Thereis contact
information on our website.


http://webster.state.nh.us/retirement/employers/index.html
http://www.state.nh.us/retirement
http://webster.state.nh.us/retirement/rulesregs.html
mail to: tsavoy@nhrs.state.nh.us
http://webster.state.nh.us/retirement/contactinfo.html
http://webster.state.nh.us/retirement/contactinfo.html

LEGISLATIVE AND ADMINISTRATIVE CHANGES OF 2002

Each year, NHRS provides employers an updated copy of our governing statute, RSA 100-A. Thenew law books
areavailableinthefal. Inthemeantime, the new lawscan befound by going to the State’ swebsite, and looking up
thebill number or Chapter Law number.

Thenew lawsare summarized briefly below. Themost significant changesinlaw during 2002 allow NHRSto expand
our member services. Reflecting anational policy infavor greater pension portability, HB 1302 and HB 1455 will
allow greater flexibility in purchases of prior service credit.

HB 1302 — Chapter 140

» Allowsmembersto purchase prior withdrawn servicein partial amounts. Previouslaw required them to buy
all or nothing. Now they can buy servicein blocks assmall assix monthsat atime. Members must apply to
NHRS for cost calculations. (see the section on Service Credit).

*  Permanent prudent investor authority for NHRS — removes the five year legidlative review of investment
practices, allowing the permanent application of the“ Prudent Investor Rule” which requiresthat fiduciaries
dischargetheir duties solely in theinterests of NHRS participants and beneficiaries. According to RSA 100-
A:15, inthe management of System assets, “the system’s Board of Trustees shall exercise the judgment and
care under circumstancesthen prevailing, which aperson of prudence, discretion and intelligence, actingin
alike capacity and familiar with such matters, would usein the conduct of a pension plan of like character
and with like aims asthe system, and by diversifying investments of the system so asto minimizetherisk of
large losses to the trust fund.”

HB 1373 — Chapter 80

» Allowsschool districtsto elect to enroll certain paraprofessional and support position employees as
members of NHRS. The eligible positionsinclude aides and assistants who work in classrooms, libraries,
health or special education programs, who have direct involvement with students and who meet the
NHRS minimum participation standards for teachers. Please see the section on Paraprofessionals for
igibility requirements.

HB 1455 — Chapter 146

» Allows NHRS members to purchase prior service credit with a trustee-to-trustee transfer from a 457 or
403(b) plan. Thischangeis effective as of 11/9/02.

» Removes arestriction on the purchase of prior service credit for time worked for an employer, prior to the
employer joining NHRS, if the service was covered by another employer sponsored plan. Effective 11/9/02,
members may purchase that prior service credit, provided that it wasin a457 or 403(b) plan.

HB 1469 — Chapter 137

e Putsamoratorium on the practice allowed by RSA 100-A:3, | (¢) for unclassified and non-classified state
employeesto collect apension while still in service, unlessthey were eligible prior to May 9, 2002.

» Created a committee to study the practice, to report back by 11/1/02.

» Absent other legidlative action to extend it, RSA 100-A:3, | (c) will be repealed, effective 7/1/03.


http://webster.state.nh.us/

SB 115 — Chapter 2
e Special 5% COLA for Firefighters who retired on or before 7/1/94.
SB 309 — Chapter 128

» Extendsthemedical subsidy for those who become Group I members, asof 7/1/03, if they retire on Accidental
Disability.

SB 381 — Chapter 110

» Abolishesthe 30-day window for enrollment of employees at the Pease Redevel opment Authority, who are
optional members of the system, allowing them to enrall at any time.

Sudy of Group |1 issues: The House Executive Departments and Administration Committeewill be conductinga
study of Group 11 issuesthissummer. Theissuesto beexamined include the many requests by variousoccupational
categoriestobein Group |1 and theloopholein the Medical Subsidy that excludesmany memberswith Split Benefits.
Current law requires membersto have 20 yearsin Group | or 20 yearsin Group I, but makes no provision for a
combined 20 years of service.

The Administrative Rules

The New Hampshire Code of Administrative Rules, Chapters Ret 100-500, governsNHRS. Copiesarealso
availablefrom NHRS, upon request.

Therelevant sections of the Rules, asthey apply to employers, are discussed throughout thismanual. Recent
changesin the Rules are summarized below:

Ret 304.06 Interest Penalty. In accordance with RSA 100-A:16, any member contributions deducted by the
employer, or any employer contributions or assessments which are not timely remitted to the retirement system,
shall in addition to the provisions of Ret 304.04, incur a penalty of interest on the total amount due, at the rate
of one percent for each month or fraction thereof, from the date the contribution adjustment payment isreceived in
full by the retirement system.

Ret 305.02 (c) now requires an “Employer’'s Notice of Termination” from the employer to NHRS.

(c) Within 30 days of amember’stermination from service, the member’semployer shall provide the New
Hampshire Retirement System, on aform prescribed by the board of trustees, an “Employer’sNotice of Termination.”

(d) If amember’s*“Employer’s Notice of Termination” form has not been received by the New Hampshire
Retirement System within the above time period, retirement all owance payments shall be suspended until the New
Hampshire Retirement System receives a completed “Employer’s Notice of Termination” form.


http://webster.state.nh.us/retirement/rulesregs.html

Ret 307.05 Notice of ineligibility to receive service credit from NHRS accountants has requirement
for employers to respond, which is due within 30 days.

(&) If amember’semployer reportsor remits, on behalf of the member, earnable compensation or employer
or member contributions attributable to service for which the member is not eligible for service credit under Ret
307.02(a)-(c), theretirement system shall provide written notice to the member and the member’s employer that the
member isineligible to receive service credit for the applicable period of member service.

(b) Upon receipt of anotice of amember’sineligibility to receive service credit, an employer, shall, within 30
days, provide the retirement system with a written, fact-specific response to the notice of ineligibility to receive
service credit.

Ret 307.06 Prohibits credit carry-overs in contribution reports

(e) Anemployer shall not adjust data provided in a subsequent monthly employer contribution summary
report, or in a subsequent detailed member contribution report, to offset an error in a previous summary or report.
(See Reporting and Remitting Contributions)



MEMBERSHIP REQUIREMENTS

Each year, more public employersbecomeinterested injoining NHRS. Political subdivisionssuch asmunicipaities
and school districtsmay already have police officersand firefighters or teachersenrolled in NHRS, but have not yet
enrolled their employees. Theseemployersmay includetheir employeesif their governing body votesto do so, and
their application is subsequently accepted by the NHRS Board of Trustees. Other employerssuch aslibrariesand
planning commissionsmust a so completeagovernmental entity questionnaireto assurethat they meet theappropriate
criteria. For additional details concerning employer enrollment and the complete text of rule 302.05, Minimum
Participation Standards.

Once an employer hasjoined NHRS, al new full time employees must be enrolled asmembers. The category of
membership isrelevant to themember’sbenefitsand their contribution rates. They are summarized below:

Group I: Employeesand Teachers
They contribute 5% of their pay for retirement.
Group | memberswho work 30 yearscan retire at half pay at age 60.

Employee Classification

Employeeswork for apolitical subdivision, which haselected toincludeitsemployeesas members.
*  Anemployeeisaperson whosejob doesnot meet the NHRS definition of teacher, policeofficer or firefighter.
»  Employeeswork aminimum of 35 regularly scheduled hours per week, but if the position requiresmorethan
35 hours—the employee must work thisamount.
*  Employeeswho experienceareductionin hours, which disqualifiesthem from contributing to NHRS,
may apply towithdraw their fundsafter 90 daysfrom the point of reductionin hours.
»  Employeesqudify for oneof thefollowing benefits: regular vacation pay, Sick leave pay or health insurance
benefits, except:
* |f benefitsarenot offered to other full-time, non-temporary employees, then the new employee
doesnot need to qualify for any benefits.

Optional Member ship

Elected Officid sand Official sappointed for afixed term, whose employer isaparticipating NHRS political subdivison
and who meet thefollowing conditions:

* Theofficeheldisafull timepostionwitheigibility for the samefringe benefitsas other full-time employees
of theemployer.

* Theofficeheldisthe primary occupation of the person holding the office.

» Thebaserateof annua compensation for the officeheldisat least $15,000 and requiresat least 1,700 hours
of employment.

» Theofficid satisfiesthefirst 3 conditions by using only one elected or appointed officeto qualify.

NHRS encouragesemployersto give both verbal and written notification of their optional employees’ righttojoin.
The Optional Employee's Opportunity to Join NHRS(NHRS JOIN 2), givesthe employer apermanent record of
their optional employee' sdecision.


http://gencourt.state.nh.us/rules/ret100-500.html
http://webster.state.nh.us/retirement/employers/forms/toc.html

Par aprofessionalsin a School District

Effective July 1, 2002, school districtsmay elect to enroll certain paraprofessionasasemployee membersin NHRS.
HB 1373, Chapter 80 alowsthe governing body to decideto enroll thosewho are* employed in paraprofessional or
support positionsrequiring direct involvement with students, such asthe positionsof classroom, academic, teacher,
specia education, library, or health aide/assi stant, and who meet the minimum participation standardsfor full-time
teachers.”

Theintent of thelegidation wasto alow districtsto provideretirement benefitsfor their paraprofessionalswho work
all the hoursthat the school isopen for classes, but still fall bel ow the 35 hour standard for employeeenrollment. This
new law providesthe opportunity for paraprofessiona sto become NHRS members, using the teacher standard of a
minimum of 30 hours, over the 180 day school year.

If districtswould liketo enroll these employees, they must submit aParticipating School District Election form
(NHRSPARA ELECT.DOC). All employeeswhofit thecriteriawill then berequired to beenrolled into NHRS.

Teacher Classification
Public school teacherswork for school districtsor SAU’s. Theteacher classificationincludes;

* Regular or specid teacher; principal, supervisor or administrators

» Librarian or other member of teaching or professional staff, such as school nursesor education specialists
engaged in the service of the public e ementary and secondary schools

» Jobs, whichrequirealevel of professiona preparation, which conformsto the standardsissued by the NH
Department of Education.

»  They must be under contract to work at least 30 hours per week over a180-day period during the school
yesr.

* If ateacher started in November, and was contracted for the remainder of the year, he/shewould
earn 8/10 of ayear in service credit.

If indoubt, usethefollowing chart to determinewhich classification your employeefalsunder: Teacher or Employee,
and if the position would require enrollment in NHRS


http://webster.state.nh.us/retirement/employers/forms/toc.html

Teacher or Employee?

TEACHER CLASSIFICATION

EMPLOYEE CLASSIFICATION

“DJ EMust be full-time, at least 30 hours per week | EMust be full time (35 hour minimum or more,
) | mMust be contracted, not paid per diem if the position requires it)
E | mPosition must require teacher certification lPos!t!on does not need. to be contract(.e(.j
% mPosition does not require benefits :POSItIOﬂ does not require teacher certifica-
< ion
E EMust qualify for one of the following ben-
w efits: Regular vacation pay, sick leave pay or
o health insurance benefits - if offered to other
employees
TEACHER CLASSIFICATION EMPLOYEE CLASSIFICATION
'-'DJ E\When combining positions, must be full- E\When combining positions, must be full time
< time, at least 30 hours per week as a teacher | (35 hour minimum or more, if the position
+ | EMust be contracted, not paid per diem requires it)*
5 i | mposition must require teacher certification lPos!t!on does not neeq to be contract§q
% 5 mPosition does not require benefits ;OF;osmon does not require teacher certifica-
<
E EMust qualify for one of the following ben-
i efits: Regular vacation pay, sick leave pay or
= health insurance benefits - if offered to other
employees
TEACHER CLASSIFICATION EMPLOYEE CLASSIFICATION
EMust split time equally (ie: 30 hour position HENot eligible - only teachers are allowed to
Ll would require 2 teachers to work 15 hours job share
EE each)
T EMay split time in any format (ie:1 week/
& 1week; Morning/Afternoon; 5 months/5
g months)
= EMust be contracted
mPosition must require teacher certification
EPosition does not require benefits
TEACHER CLASSIFICATION EMPLOYEE CLASSIFICATION
E\When combining positions, must be full- E\When combining positions, must be full time
ﬂ time, at least 30 hours per week as a teacher | (35 hour minimum or more, if the position
O | mCan work in more than one school district, requires it)**
L_IIJ P_: but must be within the same SAU ECan work in more than one school district,
o %’ EMust be contracted, not paid per diem but must be within the same SAU
g —, | mPosition must require teacher certification lPos!t!on does not need. to be contract(.e(.j
= 8 mPosition does not require benefits :POSItIOﬂ does not require teacher certifica-
ion
I
(Ln) EMust qualify for one of the following ben-

efits: Regular vacation pay, sick leave pay or
health insurance benefits - if offered to other

employees

**Unless the district has elected to enroll aides who meet the 30 hour teacher standards (see Paraprofessionals)




Group I1: Police Officersand Firefighters
They contribute 9.3% of their pay for retirement
Group Il memberswho work for 20 years canretire at half pay.

Police Officer Classification

The occupationsthat can be categorized asa* permanent policeman” aredetailed in RSA100-A:1, VII. Inorder to
classify an employeeassuch:

The employer must certify that thejob meetsthe requirements of authority and responsibility asstated inthe
law.
The officersmust be certified by NH Police Standardsand Training Council and must meet all requirements
within two years (time is specified by the employer) of hire. They must continue to meet all physical,
educational and other qualificationsfor continuing certification.
The officer occupiesafull-time (not based on hours) permanent position, whether el ected or appointed.
County correctiond officersand line personnel who work inacorrectional facility with closeand immediate
contact with theinmates and meet all the other statutory requirements as certified by the Association of
Counties.
Thepolice officer classification shall not include anyonewho isin thefollowing job categories: clerical
worker, dispatcher, electrician, Inspector of Bingo or Lucky 7, mechanic, security officer, and technical
expert. However, the performance of someof thesedutieswill not disqualify the person from membership
inGroup 1, if al of the other statutory requirementsare met.

* Contributionswill need to be made on all pay received, for these additional duties of the Police

officer, unlessthework isthrough another employer.

Also excluded arethosewhose normal dutiesentail only indirect, occasional or short-term exposureto the
hazards of policeor correctiona work.

Employers contribute 5.33% of police officers’ earnable compensation towardstheir retirement, asof July 1, 2001.
The state also contributes at the current rate of 2.87%.

Firefighter Classification

Therequirementsof a“ permanent fireman” aredetailed in RSA 100-A:1, VIII. Inorder to classify an employeeas

uch;

The employer must certify that those classified as firefighters meet the requirements of authority and
responsibility asstated inthelaw.

Thefirefightersmust be certified by the NH Fire Standardsand Training Council and must meet dl requirements
withintwo years(timeisspecified by theemployer) of hire. They must continueto meet dl physical, educationd
and other qudificationsfor continuing certification.

They havethe authority and responsibility to engagein the prevention, control or extinguishment of fires.
Thefirefighter classification shal not includethefollowing: any dispatcher, mechanic, electrician, laboratory
or clerical worker, or technical expert or other person employed in afire department of by the division of
forestsand landswho does not meet all the statutory requirements. However, performance of some of these
functionswould not disqualify the person from Group |1 membership, if the other qualificationswere met.
Also excluded arethose whose normal dutiesentail only indirect, occasional or short-term exposureto the
hazardsof firefighting.



Employerspay 6.61% of firefighters’ earnable compensation towardstheir retirement, asof July 1, 2001. The state
also contributes at the current rate of 3.56%.

On Call, Substitute or Volunteer Firefightersmay enroll in NHRS and be eligiblefor the benefits set forth in
RSA 100-A:19. For acost of $6 per year, thecall firefighters can beeligiblefor disability or death benefitsnot to
exceed $1250 annually, for permanent disability or death intheline of duty. Participationisoptional, and must be
renewed annually.

When Group Il Members Retire and Return to Public-Sector Work

Returningtowork full-time
Retireeswho return to work full-time, inaNHRS covered position, will stop receiving their retirement benefitsand
must bere-enrolled in NHRS.

Returningtowork part-time

NHRS retirees can return to work for an NHRS participating employer, in a part-time capacity, and continue to
receive NHRS benefitsalong with the salary from thisposition. Wagesdo not haveto bereported to NHRS, unless
the member retired on Disability Retirement.

What if aGroup |l retireeishired to work part-timein a position that was formerly a full-time, NHRS
covered position?

Anemployer must de-certify thispositionif: they ask aretired police chief to remainintheposition heisretiring
fromonapart-timebasis, or if another employer asksthe police chief to work in apart-time capacity in ajob that
wasformerly full time.

1. De-certification of a position

«If theposition (policechief, firechief, etc) was previoudy afull timeposition, thecommunity
must send notification from the governing body that it isno longer afull time Group I1-
eligiblepostion.

«If adifferent employer hirestheretiree, and the job was previously afull time certified
Group I position, the same as above would apply —the community must send notification
fromthe governing body that it isnolonger afull time Group 11 eligible position.

«If the position theretiree occupiesis onethat remains certified asaGroup |1 position, the
retireeis subject to restoration of service. The pension will cease until the member retires
again.

Citation: RSA100-A:1 VII (police) and VIII (fire)

2. Possiblemandatory enrollment into Group |

«If the political subdivisionisaparticipating employer for Group | members, and the new
position regularly works 35 hoursand has at | east one other benefit (ie: medical, vacation/
sick, or annual) received by full time employees, the occupant of the position must beenrolled
inGroupl.

Citation: Administrative Rules Ret 302.05 Minimum Participation Sandards — Group
| Political Subdivisions



ENROLLMENT OF EMPLOYEES

Procedures and Requirements

All new full time employeesmust be enrolledin NHRS. Compl ete and forward the Member Information form and
Designation of Death Beneficiary(ies) formimmediately. Thebirth certificate and/or social security card may be
forwarded to NHRS at alater date, if not availableat thistime.

Enroll Employees Immediately with NHRS

NHRS Member Information Enrollment Form (D NHRS 1)

NHRS Designation of Ordinary Death Beneficiary(ies) form (D NHRS 2)

Certified copy of worker’shbirth certificate or any acceptable proof of age document

Copy of worker’ssocial security card or acompleted IRS FormW-9

Group |1 Position Certification Form (D NHRS 3) —for workersin positions not
previously certified

gk wbdpE

List of Forms
Enrollment Forms
New enrollment forms are needed when:

* A member hastransferred from another employer

* Anemployeeleavesyour employment and later returns

»  Anemployee changesjobswithin the sameemployer, and their classification will also be changing.
*For example: A new form should be submitted if an administrative employee (in Group I) of acounty
becomesacorrectional officer (in Group I1).

Whenin doubt, giveusanew form—it isbetter to haveto weed out duplicatesthan to |eave someone out. Without
enrollment forms, memberswill not get their annual statements, and it will be more complicated to pay desth benefits
if they diein service.

Employeeswho are not promptly enrolled in NHRS asrequired are entitled to petition for service credit under the
Employer Enrollment Oversight provision. Employersmay berequired to pay 50% of the cost of the proper service
credit.

Beneficiary Forms

Members must complete beneficiary formswhen they enroll. The forms must be notarized. If membershave a
changein circumstance—marriage, divorce, etc. —and wish to changetheir beneficiary, they must fill out anew form
andfileitwith NHRS. Wearelegally obligated to pay death benefitsto the person(s) named on theform that we
have on record.


http://webster.state.nh.us/retirement/employers/forms/toc.html
http://webster.state.nh.us/retirement/employers/forms/toc.html
http://webster.state.nh.us/retirement/employers/forms/toc.html

Address and Name Changes

Hundreds of membersdo not get their annual statements because they havefailed to notify NHRS of an address
change. Encourage your employeesto send us notification.

Employersmay notify usof achangein addressby:

. Sending theinformation ontheir letterhead, or

. Completing the Change of Addressform (NHRSADCHG) —making
surethat when the employer signsthe form, they includetheir title.

. Mail themto NHRS or fax them to (603) 271-6806.

NHRS Publications

All NHRS publications carry the following disclaimer: NHRSis governed by NH RSA 100-A and therulesand
regulations promulgated by the NHRS Board of Trustees. In the event of any conflict between this publication
and the laws, rules, and regulation that govern NHRS, the laws, rules and regulationswill prevail. The reason
for thisdisclaimer isthat RSA 100-A consists of morethan 100 pagesof “legalese,” and some of the obscure details
and exceptionsarenot easily converted into layman’sterms. It isnot possibleto anticipate each individual’ sparticul ar
circumstance, which may causeaspecificindividua’sdigibility, quaificationsor benefit calculationto differ from
those described in amore general way.

We recommend that you give your employeesacopy of the Summary of Benefits pamphlet for their Group. The
Summary offersgeneral information about pensions, death, disability and medical benefits.

Suggestion: New employeesget so much paper work, itisunlikely that they will takethetimeto read
themoreextensive Group | and Group |1 Bookl ets (which are about 40 pages) when they first start their
employment. By the time they reached retirement age, the booklet would be outdated. Certainly,
employeeswho areinterested in knowing more detailed information about their benefitsmay be given
copiesof the bookletsand any other specialized publications on various benefits. We suggest that you
retain asmall supply of current copiesof each publication to offer to your employeesupon request, as
well asfor your own reference.

Themost current information isalso avail able on the NHRS website, www.state.nh.us/retirement. Formscan be
downloaded, whichwill allow employeesto apply to make additional contributions, get cal culationsfor the cost of
prior service credit purchase, pre-select asurvivorship option, or to change an address.

List of NHRS publications:

* Groupl: Summary of Benefits, Booklet, Planning Guide, and Medica Subsidy

*  Groupll: Summary of Benefits, Booklet, and Planning Guide, and Medical Subsidy
» Split Benefits(for those with servicein both Group | and Group 1)

*  SeviceRetirement

» Disability Retirement

* Pre-Retirement Death Benefits

» Additiond Contributions

*  WhatAreMy Optionsif | Terminate Prior to Retirement?

*  TenMost Commonly Asked Questions


http://webster.state.nh.us/retirement/employers/forms/toc.html
http://www.state.nh.us/retirement

REPORTING AND REMITTING CONTRIBUTIONS

Contribution Rates

NHRS isacontributory defined benefit plan. Both employees and employers contribute. This section provides
information on theratesfor each employee group and theemployers' obligation for reporting and remitting contributions
to NHRS.

Employee Share

Group |: employeesand teachers contribute 5% of their earnable compensation.
Group I1: police officersand firefighters contribute 9.3% of their earnable compensation.

In specific circumstances, both employersand employeesare still required to make contributionswhen employees
areout on leave (seethe chart below). Theregulationsconcerning completely or partially employer funded salary
continuance (disability insurance) income can befound inthe* Salary Continuance/Disability” section.

Even though contributions are not alowed on Worker’s Compensation payments, members may still earn service

credit for thetimethat they werereceiving Worker’s Compensati on benefits (see Service Credit section).

NHRS Contributions: Required or Not?

Required?
Employer Funded Salary Continuance Plans Yes
Non-Employer Funded Salary Continuance Plans No
Sabbatical and Educational Leave Yes
Workers Compensation No
** Except if themember usesleavetimeto makeup thedifference Yes

Employer Share

NORMAL CONTRIBUTION RATESEFFECTIVE JULY 1, 2001 - JUNE 30, 2003

In accordancewith the provisionsof RSA 100-A:16, |11, the June 30, 1999 Actuaria Valuation, and the 2001/2002
Forecast Val uation, the Board of Trustees certifiesthefollowing employer normal contribution ratesfor thefiscal
year beginning July 1, 2001 and ending June 30, 2003. The next rate change will be effective July 1, 2003.
Employerswill be notified whenthe new rateis set.

Effective Effective
July 1, 2001 July 1, 2003
GROUP |
Employees 4.14% 5.90%
Teachers - District Share 2.58% 2.64%
- State Share 1.39% 1.42%

Total 3.97% 4.06%
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Policemen - Employer Share 5.33% 7.87%
- State Share 2.87% 4.24%

Total 8.20% 12.11%

Firemen - Employer Share 6.61% 13.44%
- State Share 3.56% 7.24%

Total 10.17% 20.68%

The school district and employer sharerates must be applied to the covered payroll for each respective membership
classfication.

ADMINISTRATIVE ASSESSMENT

Asof July 1, 2001, the admini strative assessment was repeal ed entirely by thelegisatureand isno longer an expense
to employers. Your administrative assessment rateisnow zero.

Reporting Contributions

At theend of each month, enter thetotal monthly earnable compensation, whichincludes:
e Casninlieuof benefits
*  Remaining balance of benefits, inacafeteriaplan
»  Wagespaid by youto employees, for work other than their usua position (ie: teacher and
Soccer Coach).
* Allowancefor uniforms, if reported astaxable.

List the gross compensation paid to each contributing member for that month. Enter thetotal monthly deductions
taken for each contributing member, based on total monthly taxablewages.

SAMPLE CRF.4 FORM
New HampshireRetirement System
Contribution Reporting Form

Account Number Page
Fiscal Date Date
Employer

Social Monthly Regular Member's Name
Security Gross Monthly Last, Full First, Middle
Number Wages Contributions

@ & B BH B
©“ B & & &



http://webster.state.nh.us/retirement/employers/forms/toc.html

Contribution reporting formsfor each of thefour empl oyee categoriesvary according to the employee and employer
share. Sampleformsfor each of the employee categoriesarein the Appendix.

FORM| EMPLOYEECONTRIBUTION |[EMPLOYERCONTRIBUTION
Employees CRE2 5% 4.14%.
Teachers CRFE.5 5% 2.58%
PoliceOfficers | CRFE.3 9.3% 5.33%
Firefighters CRE.6 9.3% 6.61%

Electronic Reporting

To save on administrative costs, NHRSisencouraging employersto transmit their contribution reporting through an
electronic format, known as Magnetic Media Reporting. NHRSwill send you aformat for an ASCI| file, ayear’s
supply of diskettes and any technical assistance you requireto convert your reporting. Please contact:

Kathy Roberge, Supervisor of DataPrep, at ext. 227 or kroberge@nhrs.state.nh.us,

MarthaButterfield, NHRS Field Representative, at ext. 226 or mbutterfiel d@nhrs.state.nh.us

Reporting on Paper
When thisinformation arrives at the NHRS office, in hard copy form, it must be keyed into our system by our data

prep staff. Werequest that employers using thismethod send reportsthat we can easily read. Here are some helpful
hints

— — cOR 1!

To prevent delays in entering your

contributions, please do not do the

following: = Account number

=  Omit the penalty portion = Month & year
off of the cover page = Signed report

= Use blue or green bar =  Phone number with
paper extenson

=  Type your information on = Useatleast al2 font
both sides of the paper and readable spacing

» Cut off information while = Socia Security
photocopying numbers are 9 digits

» Negative numbers = Tear your reports

= Make correctionsfor prior apart
months on current reports =  Double check your

figures

Reminders:
*  Alwaysenclosebackup with payments
*  When an employee movesto another account, anew enrollment form isneeded.
* Namechangesmust bedoneinwriting by theindividual .
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L ate Penalty

Asstated on the Contributions Reporting form, thereisa 1% per month penalty if thereport isnot received by NHRS
on the 15" day of the month, following the month of thisreport. Theenvelope must be stamped by the 15" of
themonth. Employerswill not bereminded to send in their contribution reports.

NOTE: We prefer that you send aseparate check with acopy of thelate penalty letter, but if youare enclosing your
penalty onareporting form, pleaseindicatethefollowing:
ie: LatePenalty of 1% for the month of January 2002, in the amount of $197.00, isincluded.

Errorsin Reporting

If youmakean error inreporting, do not adjust dataprovided in the current or subsequent monthly employer contribution
summary/detailed report. Send aseparateletter detailing the:

. Employee'sname

. Social security number

. Reporting periodin question

. Wages reported and what the correct amount should be

If youmakeacalculation error, do not subtract your overpayment from your monthly contributions. A refund request
must be madeinwriting. If you omit an employeefrom your report, please usethefollowing stepsto informus:

*  Within 30 days of the date of the erroneous report, the employer shall file an amended employer
contributionsreporting summary or an amended detailed member contributionsreport for thegpplicable
timeperiod; or

»  Within 60 daysof discovery of theerror, theemployer shal fileapetition for acontribution, earnable
compensation or service adjustment in accordance with Ret 304.03.

»  Anyimproperly adjusted summary or report filed contrary to the above requirements shall bereturned
by NHRS and the employer shall be subject to |ate remittance penalties, pursuant to RSA 100-A:16
and Ret 304.06.

Pleasereport these errorsto Kathy Roberge, Supervisor of Data Prep, at ext. 227 or kroberge@nhrs.state.nh.us.
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Reporting Additional Contributions

Additiona Contributionsisextramoney paid to NHRSby an active member and/or by an active member’semployer,
separate from mandatory contributions, for the purpose of funding an additional annuity. Thissecond annuity does
not “buy time.” It alowsthe member to meet one of two goals:

*To offset or eliminatethereduction for early serviceretirement (Group | only)

*To pre-fund an additional annuity, which when combined with their regular annuity will equal up to 50% of

AFC

At retirement, the member may chooseto receive the additional contributions asan annuity, or the member may
withdraw the additiona contributions, pluscredited interest, in cash.

Employee Funded Contributions

The contributions made by the members must be post-tax (after taxes). The NHRS actuary cal culatesthe amount
membersmay contribute, however there arelimitationsimposed by the IRS.

Members may send their contributionsin, using form D NHRS 22. Employers have the option to offer payroll
deductionto their empl oyees, who wish to makeAdditional Contributions. If you choseto offer payroll deduction,
therearetwoforms,DRF  ECR2, that will allow NHRSto properly credit thefunds.

Employer Funded Contributions

Employerswho wish to contributefundson behdf of their employeesmay only contributein order to offset theearly
retirement reduction for Group | members. 1f youwould liketo apply for thisreason, please completeform CNHRS
41, and senditto NHRSfor approval. Contributionswill needto bereportedonformsDRF  ECR2.

Further detail sregarding this program can befound in the Additional Contributions section.
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Options for Remitting Contributions

You can put your employer contributionsand your employees money to work for them faster, and help usto save
onadministrative costs, by utilizing one of thefollowing payment methods.

For those using M agnetic M edia reporting:

» If youarepaying by Check, we are recommending that employers place the check by itself into an envelope
and malil it to the Lock Box address and then place the diskette by itself into adiskette mailer and send it
directly to our Concord office at 4 Chenell Drive. No paperwork isnecessary, with either the check or the
diskette, aslong asthe diskettelabel isproperly marked. We can obtain the summary and detail datawe need
fromthefileor fileson disketteitself and the bank isn’ tinterested in anything other than depositing the check
on our behalf.

* If youarepaying by ACH or wire, please send your disketteto NHRS, 4 Chenell Drive, Concord, NH 03301.

NHRS L ockbox:
If you are paying by check, please send your remittanceto:

New Hampshire Retirement System
PO Box 845666
Boston, MA 02284-5666

Automated Clearing House (ACH):
If you arepaying by ACH, whichispart of the New England Automated
Clearing House (NEACH), pleasefollow theseinstructions:

Bank ABA# 0114-0153-3

Bank Name: CitizensBank

Bank Address: 875 EIm Street
Manchester, NH 03101

Account # 3305033276

Account Name: New Hampshire Retirement System

WireTransfer:
If you are paying by wiretransfer, pleasefollow theseinstructions:
Bank ABA# 0115-0012-0
Bank Name: CitizensBank
Bank Address. 1CitizensDrive
Riversde, Rl 02915
Account # 3305033276

If you haveany questionsregar ding theoptionsfor remitting contributions, please contact:
* ACH orWireTransfers- Judy Edmunds, ext. 249 or jedmunds@nhrs.state.nh.us
» Electronic Reporting— DataPrep Supervisor, ext. 269, or MarthaButterfield, ext. 266 or
mbutterfidd@nhrs.state.nh.us


mail to: jedmunds@nhrs.state.nh.us
mail to: mbutterfield@nhrs.state.nh.us

Contribution and Reporting Requirements for
Employees on Salary Continuance/Disability

Employerswho pay all or part of their employees’ disability insurance premiums, or who pay into acafeteriaplan of
flexible benefitsthat isused to purchase disability insurance, aresubject to RSA 100-A:4, l11-a. Thestatuterequires
both employer and member contributions on the member’s earningsfrom the salary continuance plan, based onthe
portion of the plan that is employer funded.

If you, theemployer, pay for the entire premium of thedisability insurance policy (salary continuance), then you pay
your regular employer contribution rate, and the members pay at their regular rate.

If you pay only ashare of the premium, then you pay based on the portion that you fund. For example, if youfund
60% of the plan and the member fundsthe bal ance, then 60% of the member’ searningsfrom the salary continuance
plan would be subject to NHRS empl oyer and member contributions. Evenwith only aportion of the plan being paid,
theemployeereceivesfull servicecredit.

In caseswhereamember purchases asalary continuance plan through aflexible benefits or cafeteriaarrangement,
under an IRS Section 125 plan, the salary continuance planis considered employer-funded, based on the portion of
the plan that is purchased with employer-allotted funds. If amember purchasesany portion of asalary continuance
plan with personal wages, that portion of the planisnot considered employer-funded.

Examplel: If thecost of asalary continuance planis$1,000 and the member uses $1,000 of his
employer-allotted fundsto purchase the plan, then 100% of the member’searningsfromthe salary
continuance plan would be subject to NHRS empl oyer and member contributions.

Example2: If the cost of the planis $1,000 and the member uses $600 of hisor her employer
alloted funds and $400 of personal wagesto pay for the plan, then 60% of the member’s earnings
from the plan would be subject to NHRS employer and member contributions.

Example3: If thecost of theplanispaid completely by theemployee, then no NHRS contributions
arerequired and thus no servicecredit isearned.

There have been someincidenceswhere members, too ill to work, have becomeineligiblefor certain retirement
benefitsthat they were entitled to. Thelack of contributions on their accounts had taken them “ out of service,” and
assuch, they wereno longer categorized as* active members.” Being an active member isone of the requirements
tofilefor serviceretirement and for the beneficiary to be digiblefor the ordinary desth benefit. Inarecent case, the
cal culation of death benefitsfor awidow wasmade very difficult because therewasno record of recent contributions
on behalf of the deceased member.



Under most salary continuance plans, the benefits are paid directly to employeeswho are unableto work dueto
illnessor injury. Employers should notify their employeesthat NHRS law requiresthem to maketheir regular 5%
contributionsontheir salary continuance plansto thelevel that isemployer-funded. Employersand membersmust
coordinate the payment of these contributions, and employersshould remit both the empl oyer and member contributions
to NHRS. Membersshould not remit their contributionsto NHRSindependently. Although theseemployeesareina
timeof crigis, itiscritical that they send you their share of the required contributions so that you can remit them.

Q& A on Salary Continuance

» Can members pay their 5% contributions, on their salary continuanceplans, in partial payments?
Answer: No, they must remit payment in onelump sum.

» Can members who cannot afford to pay contributions, while on salary continuance, discontinue
participationinthe System?

Answer: No, not unlessatermination occurs.

* In cases of resignation/termination and the member isstill in receipt of salary continuance payments,
must (may) they contribute to the System?

Answer: No contributionsare allowed after termination.

Theformsto report salary continuanceare SALCONT 1 or SALCONT . If you have questions about how to report
these contributions, please contact the Supervisor of Data Processing, at ext. 269 or kroberge@nhrs.state.nh.us

Your roleisvery important, because employees stand to lose dligibility for NHRS disability or death benefitsthat
they or their familiesmay need.

Audits

NHRS staff may call employersto scheduleauditson aroutinebasis, in responseto arequest, or if there has been
aproblem with complete and accurate reporting.

Theitemsthat the NHRS auditor will need to review includethefollowing:

» Earnable compensation of all employeeson payroll, whether NHRS membersor not (all earnings subject
to federal incometax).

«  W-2forms, which show the employees social security numbersand how earningsaretreated concerning
tax sheltering.

» Dateof hiretoafull timedligible position.

»  Hoursworked —do they meet the minimum guidelines?

» Jobtitle—todetermine proper classification.

e Groupll Certificationforms (D NHRS3)
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WHEN AN EMPLOYEE TERMINATES
EMPLOYMENT OR RETIRES

Find out which itis: retirement or termination?

NHRS makes an important distinction between the status of termination and retirement. Some peoplesay they are
retiring when they mean they are leaving their employment. For NHRS, retired meansyou are drawing a
pension. If anemployeeisleaving work, but choosing to take arefund instead of apension, or waiting to takea
vested deferred pension, that employee haster minated. These distinctionsareimportant, because employersneed
to provide additional documentation for employeeswho areretiring.

Employer’'s Role When Employees Terminate

You are no longer required to compl ete any refund paperwork for the terminated employee. If it hasbeen lessthan
six monthssincetheir termination, an employee may ask you to report the payroll ending date that thelast deduction
was taken on Section 5 of the Application of Member for Return of Accumulated Contributionsform (RNHRS
25). Thisinformationistolet NHRS know that al of the funds have been accounted for, so that the refund can be
completewhenitisissued.

Note About Refunds: Some employeesthink that they must taketheir money out if they leave employment before
pension eligibility —that isnot the case, and often that istheworst financial decision they could make. For detailson
employees optionswhen they terminate before retirement, seethe Benefitssection, “ L eaving Service Before Pension
Eligibility.” 1tisan awkward conversation to have with employees, because they may think we aretrying to keep
their money. But, itisimportant for them to make aninformed decision. If they ask you about getting arefund from
NHRS, please refer them to NHRS for a copy of the brochure, “What are my optionsif | terminate employment
prior toretirement,” and afull explanation of their rightsand benefits.

Refundsfor Employers: Political sub-division employersget refundsof the contributionsmade on behdf of employees
who terminate prior to their 6-month anniversary. Employeeswho later become NHRS members again are not
eligibleto buy-back that time, asthe employer’sportionisno longer in the system.

Employer’'s Role When Employees Retire

When employeestell you they areretiring, remind themto filefor Service Retirement with NHRS beforethey leave
your employment.

Every year, there are memberswho havetold their employersthat they areretiring; they leavetheir jobsand
expect their pensionswill arrivethefollowing month. It doesnot work that way. They can till filetoget a
pension, under Vested Deferred Retirement, but they have missed out on acouple of pension checksand they may
havelost other benefits. Inorder to qualify for Service Retirement, membersmust filewhilethey arestill “in
sarvice.”

Itispossiblefor employeesto filetherequired paperwork by mail, but we encourage them to make an
appointment to seean NHRS counsel or (pl ease see the section on Counseling Services). When the employee has
filed for retirement, you will receive severa important formsfrom theNHRS office.

Employer’s Notice of Termination — Required by Administrative Rule 305.02

When your employee filesfor retirement, you will receive the form, Employer’s Notice of Termination. Please
returnit to NHRSwithin 30 days. Ontheform you will be asked to provide the termination date, information about



the four most recent payroll cycles and expected termination pay — vacation, sick, holiday, severance, etc. This
information isparticularly important because one of thekey variablesin thepension calculationistheAverage Fina
Compensation (AFC) — the average of the members three highest paid years. NHRS needs this information to
calculate the member’ sretirement benefit, since additional payoutsin thefinal year generally makeit one of the
highest paid years.

When retirees get their first pension check, it is based on apreliminary calculation - generally their benefit will
increase, based on theinclusion of terminal pay intheir final year’ssalary. Inorder for their benefit to befinalized,
accurateinformation on al their payoutsisessential.

New Administrative Rulesrequirethat thisform be provided within 30 days of the member’stermination. Failureto
receivethisform may cause the member’ sretirement benefitsto be held up. You will be sent the appropriate form:
For Police, Firefightersand Employees, form CNHRS 18.A; for Teachersand Post-Secondary Faculty, form CNHRS
21.840

Note: Intheyear that they retire, teachers should not elect to receivetheir salary throughout the summer (if they
plantoretireasof July 1).

“The Cap,” Employer Certification of Credits Earned and Used After June 30, 1991 for
Retirement Benefit Calculation Purposes (GFAC2) - Required form

Thereisacap on theamount of earnable compensation that can be used to cal culate amember’ sretirement benefit,
created by RSA 100-A:1 XVII. The member’sincome in their final year cannot exceed 150% of their second
highest year, with animportant, but administratively cumbersome, exception. Theleave amountsmembersaccrued
prior to June 30, 1991, and paid at termination, are exempt from the cap. Your employeesare dependent upon your
recordsto show NHRSthat some of their earnings should be exempt from the cap.

Administrative Rule Ret 310.02 Cap on Earnable Compensation for the Purposes of Determining Average Final
Compensation addressesthe administration of thecap. The sectionfor employersis:

(d) Each participating employer, through its payroll and personnel records, shall calculate
and certify to the system all accrued holiday, vacation, sick time or other credits earned by
each member on account of service rendered before June 30, 1991. Member employers
shall keep a copy of said calculation and certification in the member’s personnel file.

After your employeefilesfor retirement, you will receive the form GFAC2, “Employer Certification of Credits
Earned and Used After June 30, 1991 for Retirement Benefit Calculation Purposes.” Some employersset up a
system to calculate running total s of exempted leave balancesfor any eligibleemployees. Pleasereturntheform
promptly, so that the member’sbenefit can befinalized.

Note: If your employees terminal pay issolow that itisclear that they will not exceed the cap, you may mark the
form“not applicable” (N/A), but besureto list the amount of the employee’s payout (sick, annua, etc.).

Important: In the case of either a retirement or a termination, please make a note on your next
monthly contribution report to NHRS that the member has left your employment.
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Administering the Medical Subsidy

The distinction between termination and retirement is significant concerning medical insurance. Employeeswho
terminate havetheright to stay onyour group medical coverage, at their own expense, for 18 months, under Cobra
Employeeswho retire havetheright to stay on indefinitely, at their own expense. For eligibleretirees, NHRSpaysa
medical insurance subsidy to the former employer toward the cost of keeping the retiree on your group coverage.
Eligibility for themedical subsidy generally requires20 yearsof service. For all of thequalifications, pleaserefer to
the Benefits section.

After your employeesfilefor retirement, and they want to apply for the subsidy, they will cometo you to request a
form for authorization. NHRS pays the subsidy to either you, as the former employer, or to your health care
adminigrator.

Theretireeisresponsblefor the difference between the subsidy and the premium (unlessthe former employer pays
it.) NHRS needs accurateinformation concerning the premium rates, so that we can make the appropriate deductions
from the retiree's pension checks. Your health care administrator may handle the formsfor you. The Employer
Application for Retiree Insurance Premium Deduction Remittance (attacha.doc) informs NHRS of the premium
rates. Theretiree must complete the Retirement Annuity Deduction Authorization (DEDAUTH —Single Member;
DEDAUTH 5—Married Couple Members).

Thefollowingisalist of instructionsfrom the NHRSAnnuity Divisionto facilitate the administration of the medical
insurance subsidy.

NEW HAMPSHIRE RETIREMENT SYSTEM INSURANCE PROCEDURES

Therulesand proceduresfor submitting insurance authorizations and rate change requests must be observed in order
to insure an orderly transition for the new retiree and to prevent the employer from having to collect or refund
premiums. It should be noted that there are specific cut-off dates for submitting these requests. Payment to the
employer, of deductionswithheld from theretiree’ spension, ismade on thelast businessday of the month. Also, a
separate check isissued for those eligiblefor asubsidy on thelast businessday of the month.

1. All insurance providers’employers are required to notify the New Hampshire Retirement System
(NHRS) of any rate changes before thefirst of the month on the Provider/Employer Application for
“Retiree Insurance Premium Deduction Remittance” form. Wewould also liketo remind provider/
employersthat rate change notification to retireesis not the responsibility of the NHRS. Any calls
from retirees regarding rate changes will be referred back to the provider/employer.

2. NHRSwill not be held responsible for group rate changesreceived in our office after thefirst of the
month, which will be processed in the following month. Provider/ employers should be prepared to
recover amounts due or to refund excess amountswhich may result from afailureto meet provisions
#1.

3. Coverage changes for individual retirees must be received in our office prior to the processing
cutoff date for the requested month. A copy of the cutoff dates for each month will be provided
annually by NHRS. Since our payroll is processed by outside vendors we have absolutely no
latitude on thisissue. Providers/femployers should alow sufficient timefor an original authorization
to be supplied to the NHRS. A faxed copy is not acceptable.
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4. In the event that a retiree passes away, the surviving spouse or beneficiary must sign a new
authorization form if they continueto be eligible for coverage.

5. NHRS subsidy €ligible members, who have a deduction but as aresult of agroup rate increase no
longer have sufficient pension to cover deductionsin excess of the subsidy, will continueto receive
the subsidy. They will also be required to pay the provider/ employer directly for the balance due.
Future changes, which may occur, that place them once again in a position where the pension is
sufficient to cover premiums in excess of the subsidy, may apply via a new authorization form to
have automatic payroll deductionsreinstated.

6. Provider/employers who have variable Medicare supplement rates are responsible for notifying
NHRS when a retiree attains an age, which results in a rate change. We also require that the
spouse’'s hame, social security number, and DOB appear on each authorization, when applicable.

7. Inanattempt to eliminate the potential for errors, provider/employers must indicate the “ Requested
Action” for retiree and spouse coverage. For example: atwo person plan being converted to a one
person non-Medicare eligible plan and a one person Medicare supplement plan would beindicated
asa'“nochange’ for thenon-Medicaredigibleindividua and a“change’ for the Medicare supplement
planindividua.

8. Only NHRSwill determine Subsidy digibility. NHRS tracks members who become eligible at 55
and 60. Their subsidy isthen implemented on thefirst of the month following their birthday.

9. Inthe event of divorce, aretired member’s spouse is no longer eligible for the subsidy. Subsidy
benefits paid on behalf of a divorced spouse are subject to recovery from the provider/employer.
Providers/'employers are urged to notify NHRS immediately upon becoming aware of a retiree's
divorce.

10. Payment to the provider/employer shall be issued on the last business day of each month.

Questionsmay bereferred to an I nsurance Division Representative, at ext. 243 (Ishaw@nhrs.state.nh.us).
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SUMMARY OF NHRS BENEFITS

The purpose of this section of the manual isnot to turn employersinto retirement counselors. Itissimply to acquaint
you with the basics of NHRS benefits. We encourage you to refer your employeesto the NHRS staff whenever they
have questions about their benefits.

Pension Benefits
Group |

Since NHRSisadefined benefit plan, pensionsare cal culated on aformulabased on salary and yearsof service, not
on theamounts contributed to the plan. Thetwo typesof serviceretirement for Group | (employees and teachers)
areregular Service Retirement and Early Service Retirement.

Service Retirement: at age 60, active members may retire, regardless of their years of service. The pension
amount iscalculated on thefollowing formula: AFC (averagefinal compensation = the average of themember’s3
highest paid salary years), divided by 60, multiplied by the member’s creditable service (the yearsand monthsasa
member of theretirement system).

SERVICE RETIREMENT FORMULA
Ages60-64
AFC divided by 60 x Yearsof Creditable Service=Annual Pension
|E: $30,000 AFC divided by 60 =$500x 30 Yearsof Service=$15,000 Annual Pension

Generally, 30 Years of Service = Y2 of AFC

Note: At age 65, al Group | members' pensions are reduced by about 10%.
Formula= AFC divided by 66, times the years of service.

Early Service Retirement: With aminimum of ten yearsof creditable service, Group | membersmay retire prior to
age 60, with an early retirement reduction. They may retireintheir 50°'sor earlier, if they qualify under the“Rule of
70" (memberswho have at |east 20 years of service and their age plustheir years of service=70). Thefollowing
reduction factorswill apply:

Early Service Retirement Reduction Factors
*  How many yearsof Creditable Servicethe member hasat retirement
. How many yearsbefore age 60 the member retires
Actuarid Reduction Factors
BEYEAS. et 1.5%
BOYEAS. ..o 3%
25YEAIS. ..o 4%
20YEAIS ... 5%
lessthan20........ccceevii i 6.66%

Example: A teacher with 25 years of service retires at age 55. Twenty-five years of service triggers a reduction
factor of 4% multiplied by 5 (for retiring five years early) and leads to atotal pension reduction of 20%.

Note: Making Additional Contributions may offset the reduction for early service retirement. (See details on the
next page).



Group Il

Police officersand firefightersqualify for Service Retirement after having completed 20 yearsof creditable
service and attaining the age of 45; or at age 60 or older, with no minimum servicerequired.

Theformulafor Service Retirement is2%2% multiplied by their AFC (Averagefinal compensation =the
average of their 3 highest paid salary years), multiplied by their yearsof creditable service (yearsand monthsas
amember of theretirement system).

Group Il Pension Calculation Formula

AFCx 2.5% x Yearsof Creditable Service
|E: 40,000 AFCx .025 = $1,000 x 20 Years of Service = $20,000
This member can receive $20,000 annually, for life, with regular cost of living adjustments

Split Benefits

For memberswho have creditable servicein both Group | and Group |1, pensions are cal cul ated on the amount of
servicein each group. Members may contact NHRSfor abrochureon thistopic, at ext. 272, or they may speak
with acounselor, at ext. 279.

Additional Contributions
NHRS membersmay make additiona contributionsto fund an additiona annuity for thefollowing purposes:

1. Tooffsettheearly retirement reduction—Group | only.

2. Toreceiveapensionequal to 50% of AFC. Thiswould apply to Group | memberswho plantowork less
than 30 yearsor Group |1 memberswho will work lessthan 20 years (thetimeit takesto reach 50% of
AFC).

Membersmust apply to NHRSfor approval. When they submit theform Member Request to Deposit Additional
Contributions (C NHRS 40), they must state which of the purposes appliesto them. The amount they should
contributeto achievetheir goal iscalculated by the NHRS actuary. Once approved, the member isnotified of the
amount needed to reach the goal and the maximum allowable amount that may be contributed, according to IRS
regulations.

Additiona contributionsare separate from the regular mandatory contributionsand must be made with post-tax (after
tax) dollars. Someemployersallow payroll deduction for these contributions—if you chooseto offer that service.
Thereareformstofilesothat NHRS properly creditsyour deposits(ECR2 ~ DRF). Thereisno reminder service.
Members may also send their contributions directly to NHRS with aVoluntary Additional Contributions Form
(D NHRS 22).

Employers may a so make additional contributionson behalf of Group | membersfor the purpose of offsetting an
early retirement reduction. They, too, must fill out an application form, Employer Request to Deposit Additional
Contributions (C NHRS 41).
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Service Credit

Servicecredit or “ creditable service” isakey variablein determining amember’ sretirement benefit. Inthe NHRS
defined benefit plan, pensions are based upon amember’ssalary and years of service. Theformulausesan average
of thethree highest paid salary years, and the amount of creditable service, based on years and months. Members
earn service credit whilethey occupy New Hampshire Retirement System (NHRS) covered positionsinwhichthey
areactively contributing to NHRS on their earnable compensation.

Members should review their annual member statements, which include their amount of creditable service on
record with NHRS, as of June 30"". Memberswho are within one or two years of retirement can request an audit
of their creditable service record to ensure that their service credit is correct.

Members may also be entitled to prior service credit. Each type of service credit discussed below requires a
different NHRS form. Cost estimates are free from NHRS, and forms to make each type of calculation can be
requested from NHRS, or downloaded from the website.

New L egislation: Asof November 9, 2002, NHRSwill be ableto accept trustee-to-trustee transfersfrom 457 or
403(b) plansto purchase service credit; prior to that time, al purchaseswere madewith post-tax dollars.

Previously Withdrawn Service

Memberswho withdraw their accumulated contributions and later return to NHRS are entitled to reinstate prior
service credit of sSix monthsor more.  The purchase can occur anytime prior to retirement

Cost: Theaccumulated contributions previously withdrawn, plus the amount of interest that the funds would
have earned at NHRS from the date of withdrawal to the date of purchase.

New L egidation: Asof July 9, 2002, membersmay purchasetheir prior withdrawn servicein blocksof six months
or more; previoudly, they wererequired to buy it al in onelump sum. Payments cannot be made through payroll
deductions.

(CNHRS)5)

Out-of-State or Federal Government Service

Membersareeligibleto transfer, through purchase, public service credit from another state or federal government
service credit into NHRS, with two conditions.

*  Themember must join NHRSwithin eighteen months after terminating the previous public employment.
» He/shemust apply for the credit within five year s after becoming an NHRS member.

Cost: Themember’s annual compensation at the time of purchase, multiplied by the sum of the member and
employer contribution ratesin effect at the time of purchase, multiplied by the years of serviceto be purchased.

Membersmay purchasethefull length of service credit from the other system, or apro rataportion of that service,
whichis purchasablewith the maximum dollar amount that the member withdrew from the other system. Members
who purchaseonly apro rataportion of their service cannot purchasetheremaining portion at alater date. Members
must forfeit any rightsto benefitsfrom the other system, for the period of service being transferred into NHRS.

In order to transfer previous out-of-state or federal government system serviceinto NHRS Group 11 (firefighter and
police officers) creditable service, thefull certification required to become afull-timefirefighter or police officer
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under the laws of the out-of-state or federal government jurisdiction must meet or exceed the requirementsasan
NHRSfirefighter or police officer; otherwise, the servicewill be credited as Group | servicein NHRS.

Forms
»  Cetification of Out-of-State and/or Federal Service Public School Teachers, Administrative Personnel
and Superintendents (TOSS)
» Caertification of Out-of-State Service asaPolice Officer or Firefighter (FOSS)
»  Caertification of Out-of-State Service asaPublic Employee—excludesabove (EOSS)

Service Before the Employer Elected to Participate in NHRS

Cities, towns, counties, school districts, and other political sub-divisions may elect to participate in NHRS for
their employees. When the employer joinsNHRS, all new full-time employees must be enrolled in NHRS.

Thosewho were hired before the empl oyer joined have the option to become members. They may purchasetheir
prior service credit if they were employed full time by the employer prior to the date the employer joined NHRS,
provided:
»  Thetimewasnot covered by another employer-sponsored plan —unlessit wasa457 or 403(b)
plan.
=  They joined NHRS within one year after the employer joined.

The member may purchase the prior serviceif the employer isunable or unwilling to make the purchase.

Cost: The member’s annual compensation at the time of purchase, multiplied by the sum of the member and
employer contribution ratesin effect at the time of purchase, multiplied by the years of serviceto be purchased.

Both the employer and the member have the option of purchasing all or only a portion of the prior service. The
employer may amortize the payment from two to twenty years, however, the member must makefull payment for
the period of service being purchased.

(MODFORM).

Temporary, Non-permanent, and Probationary Period Service

Members who were employed full-time by an NHRS participating employer for at least six months in a non-
permanent, temporary position, prior to being enrolled in NHRS, may purchase service credit for that period of
employment.

Before July 1, 1989 some employerswaited to enroll membersuntil after asix-month probationary period. Now,
employeeswho meet thedligibility requirementsfor membershipin NHRS must be enrolled immediately. Members
areeligibleto purchase this six-month probationary period.

Cost: Themember’sannual compensation at thetime of purchase, multiplied by the sum of member and employer
contribution rates in effect at the time of purchase, multiplied by the years of service to be purchased. The
purchase can be made anytime prior to retirement.

(CNHRS9)
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Employer Enrollment Oversight

Employer enrollment oversight refersto aperiod of timewhen amember should have been enrolled in NHRS, but
wasnot. A member isentitled to employer enrolIment oversight credit under thefollowing conditions:

Member filesaclaim for oversight credit within three years after the end of the period for which the
enrollment oversight credit isrequested, unlessthe employer agreesto the oversight and waivesthe statute
of limitations.

Cost: Themember’sannual compensation at thetime of purchase, multiplied by the sum of member and employer
contribution ratesin effect at thetime of purchase, multiplied by theyears of serviceto be purchased.

Themember isresponsi blefor paying 50% of the cost, and the empl oyer isresponsiblefor paying theremaining 50%.
The member can make onelump sum payment or annual payments, from two to six years, on an installment basis.
(CNHRS 10)

Military Duty

Servicecredit for military duty isavailableto membersif themember leavesemployment with an NHRS participating
employer to enter directly into the United StatesArmed Forces, and returnsto NHRS covered employment within
oneyear following thetermination of military duty.

On October 9, 2001, the NHRS Board voted to authorize military service as creditable service, in both of the anti-
terrorist operations:

» Homeland defense- Operation Noble Eagle
» Theinternationa mission - Operation Enduring Freedom

If themilitary duty isthreeyearsor less, thereisno cost to the member for the servicecredit. If themilitary duty is
more than three years, the member must pay to NHRS an amount equal to any member contributions that the
member would have paid had the member been employed in an NHRS-covered position during the period of military
duty. Membersshould send acopy of their discharge papersto NHRS, upon returning to employment.

Workers’ Compensation

Memberswho receiveweekly Workers' Compensation paymentsunder RSA 281-A may apply for up to oneyear of
servicecredit, at nocost. Thefreeservicecredit for Workers Compensationisnot granted automatically. Members
must filewith NHRS a‘ Department of Labor Memo of Payment of Disability Compensation’ form, verifying the
first and last payment, nolater than oneyear after thedate of each new, unrelated injury. Credit will not be granted
to memberswho apply for thistype of service credit beyond the one-year period. To apply, send acover letter with
your Labor Department memos of payment to NHRS.

Note: This may not be necessary if the employees are still receiving earnable compensation from you. Many
employers allow the use of sick leave or other leave in order to cover the difference between the employees
Worker’s Compensation paymentsand their salary. If thisisthe case, and they remain on your monthly reporting
forms, they probably are not missing any service credit and would not need to apply under the provisions described
above. Ineither case, please note on your reportsif any of your employees are out on Worker’s Compensation, and
encourage your employeesto check their annual statementsto make surethere are no gapsintheir service credit.
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Leaving Service Before Pension Eligibility: Both Group | & Group |l

Memberswho leavetheir public sector job prior to reaching retirement age have several options. Vested members—
thosewith 10 or moreyearsof creditable service - have more optionsthan non-vested members.

Non-Vested Members:

»  Takealump sum (taxable) refund of their accumulated contributions (themember’s contributionswith interest,
not theemployer’scontributions). They forfeit any right to NHRS benefitsoncethey havewithdrawn their
money.

* Arrangearollover of their accumulated contributionsinto an IRA or other tax-deferred plan. Aswiththe
first option, they only get arefund of their own money (not theemployer’s), and they forfeit their right to any
NHRS benefits.

» Leavether contributionsin NHRSfor upto six years. They will earninterest, currently at 9%. If withinthe
sx-year period, they dojoin NHRS again, they can continue building upon their previous servicetoward their
pension and other benefits. If after the six-year period they do not return to another NHRS covered job,
they must takearefund or rollover.

Vested Members:
» Sameasabovefor thefirst two options—it istheir money, they may withdraw it.
» Leavetheir contributionsin NHRS, until they areready to draw aVested Deferred Pension.
» By drawingit out asapension, instead of arefund, they will collect many timesmorethanthey ever
contributed and remain eligiblefor other benefitsthat they may qualify for, such as post-retirement
medical benefits.

Example of a vested-deferred pension for a Group | member:

Vested Deferred Pension vs. Refund/Rollover
Sally left her Group | job after 18 years.

Vested Deferred Pension Refund or Rollover
Sally’s AFC was $42,000 divided by 60 = $700 x 18 years = Sally accumulated contributions,
$12,600 with interest, totaling $48,695,
_ _ which she cantakeasarefund or
At age 60, Sally could collect $12,600/year, with-out counting any rollover.

COLA'’s or the reduction at age 65.

Between ages 60 and 80, Sally could collect $252,000 (five times
the amount she could have withdrawn earlier)

If Sally lives to be 100 years old, she will still continue to get her
pension.

Did you know?
Most NHRS members receive the amount of their own contributions within the first 3-7 years of collecting their
pension —for the rest of their lives they get money from the employer’s share and the Trust Fund gains.

Suggestion: This is a difficult area to offer advice. The members contributions are their money — and they are
entitled to withdraw them when they terminate. The brochure, “What are my options, if | terminate employement
prior to retirement?’ has more information on the above subject.
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Death & Disability Benefits

Disability Retirement

Ordinary Disability —non job-related

Memberswho become permanently incapacitated, and can nolonger perform the duties of thejob they plantoretire
from, may apply for Ordinary Disability retirement if they have at least 10 years of creditable service. Members
must submit their application within oneyear of thetimetheir contributionsto NHRS cease.

Accidental Disability —job related

Members who become permanently incapacitated, and can no longer perform the duties of the job they plan to
retire from, dueto ajob related injury or illness, may apply for Accidental Disability with no minimum service
requirement.

Thereissignificant medical verification to qualify for either type of Disability Retirement. The NHRSBoard also
requiresaruling of compensability fromthe NH Labor Department before approving an Accidental Disability. The
processisquitelengthy, soitisvery hel pful to the disabled employeeif theemployer returnsall paperwork promptly.
Formsare: Employee Satement of Disability (C NHRS 7) and Employer’s Satement of Disability (C NHRSS).

Death Benefits

Ordinary Death—nonjob-related
*  Withlessthan 10 years of service, the member’s beneficiary(ies) receives alump sum payment
equal to areturn of contributionswith interest and ayear’s salary.

* Withat least 10 yearsof creditable service, the spouse may receive 50% of the member’s pension
—or - alump sum payment (benefit for vested members).

Accidental Death —job related
A pension and return of contributions are provided to the member’s spouse, or dependent children, or dependent
parentsand alump sum payment is provided to the designated beneficiary(ies).

Important Note: Memberswho areeligibletoretire, but arestill working, may pre-select asurvivorship option. It
guaranteesthe maximum allowable pensionto their beneficiary(ies), if they should passaway beforethey retire. All
membersover 60 and any Group || membersover 45, who have 20 years of service, should fileaPre-selectionform
withNHRS:

»  Election of the Maximum Survivorship Option Before Service Retirement With Single Beneficiary
- CPSSB1

»  Election of the Maximum Survivorship Option Before Service Retirement With Multiple Beneficiary
—-CPSMB2
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Survivorship Options — Pre-Retirement
Information on Selecting a Maximum Survivor ship Option before Retirement

Whoiséeligibleto pre-select asurvivor ship option?

If you'reeligibletoretire but want to remain on the job, you can provide the samelevel of financial security, for a
beneficiary of your choice, asaretired member isableto provide under the maximum survivorship option.

*  Group| (employeesandteachers) iseligiblefor regular service retirement upon attaining age 60.

*  Groupll (firefightersand policeofficers) iseligiblefor regular retirement upon attaining age 60, regardless of
years of service, or upon attaining age 45, with aminimum of 20 year sof service.

What’stheadvantage?

If you diewhilein service, but before retirement, your beneficiary(ies) will have an alternative to receiving the
Ordinary Death benefit. Under the ordinary death benefit for active members, if you' reeligibleto retire but die
beforefiling for retirement, only your spouse may receiveapension. That spousal pensionisequal to 50% of your
earned pension. If your spouseremarries, the pension stops.

e Under the maximum survivorship option, any person you designate can receive, for hisor her
lifetime, apension equal to 100% of your reduced pension.

* Beforeapplying for retirement, thereisno cost to provide this protection and you can change
or cancel it at any time.

Arethereany limitations?

Any allowance payable to abeneficiary issubject to thelimitations set forth in RSA 100-A:13-b. A non-spouse
beneficiary(ies) whoisten or moreyearsyounger than youiseligiblefor asurvivorship alowance of 52% to 96% of
your alowance. Theexact percentagewill vary according to the age of the beneficiary(ies).

When sel ecting the maximum survivorship option, if you want to designate one beneficiary, you may name any
person. Multiplebeneficiariesmust beyour children and may includeyour spouse. Multiplebeneficiarieswill receive
for their livesthat portion of the maximum survivorship allowance, which you specify asapercentage. Thetotal
combined percentage must equal 100%.

Important: In order for the pre-selected survivorship option to take effect, the survivorship option
beneficiary(ies) and the primary ordinary death beneficiary(ies) must be the same. The name of your
beneficiary(ies) appears on your annual statement. You may change your beneficiary(ies) by filling out anew
Designation of Death Beneficiary(ies) (pre-retirement). It must be notarized and returned to NHRS.

What form(s) dol need to completeto select theM aximum Sur vivor ship Option?

Either:
»  Election of theMaximum Survivorship Option Before Service Retirement With Single Beneficiary —
CPSSB1
»  Electionof theMaximum Survivorship Option Before Service Retirement With Multiple Beneficiary —
CPSMB2
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| sany additional infor mation required?

Besureto completeboth sdesof theform and haveit notarized. Pleasereturn al completed forms, aong with acopy
of your beneficiary’ g(ies') birth certificate(s), toNHRSassoon aspossible.
Your pre-selection of a survivor ship option will not take effect until it isreceived by NHRS.

Post-Retirement Health Insurance
(Medical Subsidy)

TheMedical Subsidy isapayment made by NHRSto theformer employer or the former employer’shealth care
administrator, not directly to the member. Retired members are permitted to enroll in their employer’s health
plan, even if they were never enrolled as an employee. If the health insurance premium amount isless than the
medical subsidy amount, then only the health insurance premium amount will be paid.

If the subsidy doesnot cover thefull cost of the premium, and theformer employer does not pay the difference, the
member isresponsible for paying the balance. Thisisdone by payroll deduction, from the pension. Theretired
member must file a Retirement Annuity Deduction Authorization for Retiree Health Benefitsform (DEDAUTH)
withtheir former employer.

The surviving spouse of active or retired members, and their certifiably dependent children may also beeligible
for the medical subsidy (call NHRS for details). Divorced spouses are not eligible for the subsidy, but new
spouses can be added. Under specific conditions, qualified beneficiaries of memberswho diewhilein service or
after retirement may also be eligible for the subsidy.

Married couplesthat are both qualified, retired NHRS members, and both are receiving apension, can each qualify
for the 2-person level of subsidy payment (see below), up to thelevel of complete coverage. Inthiscircumstance,
they arelikely to be ableto fully cover the cost of the 2 person medical plan and avoid any co-payments, because
eachisdligibleasamember and aspouse. They must aso completeaAuthorizationform (DEDAUTH 5), specificaly
for married coupleswho are both membersof NRHS, and fileit with their former employer.

Medical Subsidy Rates
Effective 7/1/02

1 Person....... $255.60
2Person....... $511.20
1 with Medicare supplement ....... $161.19
2with Medicare supplement........ $322.38

Theseratesincrease by 8% each year of the program.

Changesin statussuch asdivor ce, death, or re-marriagemust bereported to NHRS. It istheresponsibility
of theemployer to verify the monthly payment and notify NHRS of any discrepancies. NHRSreservestheright to
recover any overpaid subsidies.
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Eligibility for Group | Retirees - Teachers and Employes
Members must meet one of the following criteria on or before July 1, 2008:
. Retired at age 60 or older, with at least 20 years of Group | creditable service, under service or
ordinary disability retirement

* Retired at ages 55-59, with at least 30 years of Group | creditable service, under service or
ordinary disability retirement.

. Retired under accidental (job-related) disability

. Retired prior to age 60, with at least 20 years of Group | creditable service, and subsequently
attains the age of 60. Or retired prior to age 55, with at least 30 years of Group | creditable
service, and subsequently attains the age of 55.

Eligibility for Group Il Retirees - Police Officers and Firefighters

*They areactiveor retired police officer or firefighter member as of 6/30/00, or aGroup I
member before 7/01/03, if retiring on Accidenta Disability.

*They areeligibleto retire on the basis of Group Il service only.
*They receive aservice or disability retirement pension (not vested deferred).

Note: Members may not use any out-of -state service for the purposes of qualifying for the subsidy. Memberswho
have both Group | and Group I1 service should call NHRS to determine their eligibility.

Questions about the Medical Subsidy should be directed to an NHRS insurance representative, ext. 243
(Ishaw@nhrs.state.nh.us).


mail to: lshaw@nhrs.state.nh.us

PLANNING FOR RETIREMENT

Employeesareincreasingly interested inlearning about their retirement benefitsand starting to plan ahead. NHRS
offersavariety of resourcesto assist members:

Annual Satement: Each year membersreceive an annual statement that projectstheir future pension benefits.

Planning Guide: The Planning Guideincludesaworksheet, so that members can get anideaof how their
pensionsare calculated using different variables of salary and service.

Pension Estimate Card: Within oneto three yearsaway from retirement, members can submit apension estimate
card requesting a cal cul ation based on a specific retirement date.

NHRS Counseling Service

Within ayear to six monthsfrom retirement, they may call to make an appointment with a Retirement Counselor.
There are now morethan 47,000 active membersin NHRS; the 4 retirement counsel ors cannot meet with each of
them one-on-one. Personal appointmentswith counselorsare primarily intended for memberswithin ayear of their
retirement.

NHRS has a staff of four experienced retirement counselors. They are not personal counselorsintheclinical
sense—they don’t talk to people about their personal transition from work to retirement — but they do talk to people
about some critical decisions. They are there to offer specific information about filing for retirement and the
survivorship options that NHRS offers. There are five options - members can choose to draw the maximum
pension and not leave anything to a beneficiary or choose from other options that involve drawing a smaller
pension in order to guarantee alifetime benefit to abeneficiary. Married members are encouraged to bring their
spouses with them to the appointment with the counsel or, so that both understand the optionsthat are availableto
them. Spousesareal so required to sign anotarized spousa acknowledgement form, indicating that they areinformed
of the option selection.

The counsaling sessionisnot mandatory in order tofilefor retirement —it ispossibleto fileby mail. The paperwork
must be at NHRS no more than 90 days and no less than 30 days from the effective date of retirement, whichis
alwaysthefirst of amonth. To request an application, please contact counseling: tst.cyr@nhrs.state.nh.us

Public Information Sessions

The NHRS Public Information Officeis scheduling regional information sessionsthroughout the state. Because
of the differencesin pension formulas for Group | and Group |1 members, these sessions are set up separately.
There are also separate sessions for state employees and for employees of municipalities, counties and school
districts; due to the differences in retiree health insurance eligibility. Check the website for the schedule of
upcoming sessions,

NHRS staff iscommitted to getting informationto all members. In addition to the NHRS Planning Guidesand the
pension estimate cards, members are encouraged to use the NHRS website, www.state.nh.us/retirement, for
information, to print out forms, or to accesse-mail contact with the staff. They may aso ask questionsor request
literature by calling (877) 917-6477 ext. 272 or e-mail: tsavoy @nhrs.state.nh.us.


mail to: tst.cyr@nhrs.state.nh.us
http://www.state.nh.us/retirement
mail to: tsavoy@nhrs.state.nh.us

TIPSTO HELP YOUR EMPLOYEES

1. If they have changesin circumstances, they need tofill out new formsfor NHRS:

=Change of Name/Address(NHRSADCHG)
=Designation of Death Beneficiaries— Pre-Retirement (D NHRS 2)

Each year thousands of annual statements get returned because we do not have the member’s current address.
Also, NHRSisobligated to process death benefitsto those named on the form we have on file, regardless of any
changein marital statusor other circumstance.

2. Termination of employment does not mean they should take their money out of NHRS. They might be
sacrificing future benefits, including a lifetime pension and post-retirement medical insurance, or at least the
opportunity to have the best savings account anywhere. No one should rush to take their money out, unlessthey
have an urgent need for it. Urge them to contact NHRS to discuss their rights and benefits. NHRS provides
information on thistopic in the pamphlet, “What are my options, if | terminate employment prior to retirement?’

3. Employeeswho reach age 60 can collect alifetime pension, even if they arenot vested. Evenif they only
worked for you for a couple of years, they may retire at age 60. Their pension will not be large, because they
won’'t have very much service credit, but it will be alifetime benefit.

4. If your employeeswish to filefor Service Retirement, they need to filewhilethey arestill “in service.”

To qualify for Service Retirement, they must still have their employee status — what NHRS terms an “active
member.” They must file no more than 90 daysand no lessthan 30 days before the effective date of their retirement,
whichisawaysthefirst of themonth. If they fileafter they |eave your employment, they are considered “Vested
Deferred” retirees. Thevested deferred category causes Group |1 membersto |ose post-retirement medical subsidy
and the automatic spousal alowance.
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GLOSSARY OFTERMS

This section is intended to provide brief, general explanations of terms used in the New Hampshire Retirement
System (NHRS) Employer Manual. These are not legal definitions. For information regarding the laws that
govern NHRS, refer to New Hampshire RSA 100-A, or contact an NHRS representative.

Accidental Disability —A mental or physical job-related incapacity that is likely to be permanent, which prevents
amember from performing the duties of his’her job.

Accumulated Contributions — A member’s contributions, both mandatory and additional, plus earned interest.
This does not include the employer’s normal contributions.

Active Member — Someone who is actively contributing to NHRS on earnable compensation, and receiving
NHRS creditable service and/or salary credit for those contributions.

Actuary — A person professionally trained in technical and mathematical aspects of pensions and other related
fields, who estimates how much money must be contributed to a pension plan in order to support the benefit that
will become payable in the future.

Additional Contributions— Extramoney paid to NHRS by the active member and/or by the member’s employer
on behalf of the member, separate from mandatory contributions, for the purpose of funding an additional annuity.
(Additional contributions are not considered earnable compensation and do hot purchase additional service credit.)
Allowance—A pension.

Annuity —A pension.

Aver age Final Compensation (AFC) — The average of amember’s three highest years of membership service. A
“year” refers to a ten, eleven, or twelve-month block of membership service (based on the member’'s normal
working time), beginning with the member’s effective date of retirement and going back.

Beneficiary — Anyone who receives a benefit from NHRS.

COL As - Cost-of-Living adjustments (increases) applied permanently to a pension.

Creditable Service — Service credit earned as an active NHRS member plus prior service credits.

Current Compar able Compensation — The annual amount of compensation currently payable for the job from
which an NHRS disability recipient has retired, OR, an NHRS disability recipient’s average final compensation
increased by an amount for each year since disability retirement, wheretheincreaseis cal culated using the Consumer

Price Index for All Urban Consumers (CPI-U).

Defined Benefit Plan — A pension plan where retirement pensions are based upon a predetermined formula
measured by service and salary credit, not contributions made to the plan.

Designated Beneficiary — A person to whom a member wishes to leave any payable death benefit and/or refund
of accumulated contributions.

Early Service Retirement — An early reduced retirement pension payable at ages 50 through 59 to Group |
members with at least ten years of creditable service, and to Group | members with at least twenty years of
creditable service whose service plus their age equals at least seventy.



Earnable Compensation — Gross taxabl e earnings paid to amember by the empl oyer, or earnings from an employer
funded disability plan, from which NHRS contributions must be withheld.

Employer Nor mal Contributions—Mandatory payments madeto NHRS by the employer on behalf of itsemployees,
based on a percentage of covered payroll, where NHRS' consulting actuary determines the rate.

Family Medical Leave Act (FMLA) — A federal law enacted in 1993, which allows qualified employees up to
twelve weeks of unpaid leave in any twelve month period under specific circumstances. For NHRS purposes, a
member who is on approved leave from hisher NHRS covered employment under the provisions of FMLA is
considered to bein servicefor the purpose of eligibility for disability and death benefits.

Group | — Employee and teacher members.

Group Il —Firefighter and police officer members.

I nactive M ember —A vested member who terminates NHRS covered employment and |eaves his/her accumul ated
contributions in NHRS, or a non-vested member who terminates NHRS covered employment and leaves his/her
accumulated contributions in NHRS for up to six years.

In Service — A member is considered to be in service under any one of the following conditions:

. The member is actively contributing to NHRS on earnable compensation and receiving NHRS creditable
service and/or salary credit for those contributions.

. The member is receiving regular Workers Compensation payments and is still employed by the employer
in an NHRS covered position.

. For the purpose of eligibility for disability and death benefits only, the member is on an approved leave
from NHRS covered employment under the provisions of the federal Family Medical Leave Act (FMLA).

Member Annuity — That portion of a pension funded from member contributions.

Member Mandatory Contributions — Payments made to NHRS by the member based on a percentage of the
member’s earnable compensation. Group | member’s must contribute 5%; Group 11, 9.3%.

Member ship Service — Service credit earned as an active member.
New Hampshire Retirement System —Also referred to as “NHRS” and “the System.”

Optional Allowance — A reduced pension chosen by a member at retirement that provides a beneficiary(ies) with
a benefit after the retired member’s death.

Ordinary Disability — A mental or physical incapacity that is likely to be permanent which prevents a member
from performing the duties of hig'her job.

Predecessor System — The NH Teachers' Retirement System, the NH State Employees’ Retirement System, the
NH Policemen’s Retirement System, or the NH Permanent Firemen's Retirement System.

Preselection — Active members who are eligible for service retirement, but continue to work, are eligible to select
asurvivorship option at no cost, in order to provide alifetime pension to any one person or to any number of their
children in the event of their death before they actually retire.



Service Credit — See creditable service.

Service Retirement — A pension payable to Group | and Group |1 members, age 60 or older, regardless of years of
service, and to Group || members, ages 45-60, with at |east twenty years of creditable service.

Split Benefits — A pension based on service credit in both Group | and Group I1.
Sate Annuity — That portion of a pension funded from employer normal contributions and investment earnings.

Survivor ship Beneficiary — A person who receives a lifetime pension from NHRS, after a retired member’s
death.

Survivor ship Option —A reduced pension chosen by amember at retirement that provides a lifetime pension to a
survivorship beneficiary(ies) after the retired member’s death.

Vested Deferred Retirement — A retirement pension available to members, with at least ten years of creditable
service, who terminate their active membership and do not withdraw their accumulated contributions. The pension
does not begin upon termination of active membership, but begins at alater point in time, when the member meets
eligibility requirements.

Vested — Members who have at least ten years of creditable service are vested and have earned the right to a
pension, as long as they do not withdraw their NHRS funds.
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